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The mission of E W. Woolworrh Co, is 
to provide value to consumers in North 
America, Germany, and Australia 
through its distinctly individual but 
complementary retailing businesses. 
Under the genera) guidance of corporate 
management, these businesses will 
generate levels of profit that not only 
satisfy investors and sustain long-term 
growth, but also provide full, competi¬ 
tive financial rewards for employees 
and benefit the communities in which 
they live and work. 


The apparel, footwear, and other 
merchandise shown on the cover and 
throughout this Annual Report are 
sold by the E W. Woolworth Co. 
through its various store formats. 






















Consolidated Statistics in Brief 

for the fiscal years ended January 31,1987, 
1986, and 1985 (in millions except per share 




amounts) 

1986 

* 9 S 5 

1984 

Sales 

$6,501 

$5,958 

$5,737 

Operating income 

456 

409 

354 

Net income 

214 

17 7 

141 

Capital expenditures 

202 

152 

130 

Advertising costs 

134 

127 

119 

Long-term debt 

248 

245 

250 

Shareholders 7 equity 

1,484 

1,223 

1,051 

Common shares outstanding at end of year 

65 

64 

63 

Per common share 




Net income 

$ 3.25 

$ 2.75 

$ 2.22 

Cash dividends declared 

1.12 

1.00 

.90 

Co m m0 n sh a reh ol de rs 7 eq u i t y 

22.49 

18.80 

16.34 


All share and per share information reflects the two-for-one common stock split effective 
May 30, 1986. 
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To Our Shareholders 


VV-; n 1 1 wt ,1 r h s res tilt* in 19 86 re prelum 
the fourth consecutive year of nn- 
provements in sales, profits, operating 
profit margins, return on equity, 
return on investment, and financial 
condition, Return on equity and 
return on investment were 40% above 
levels of as recently as three years ago. 
1 he quarterly cash dividend was raised 
18% in April 1987 from $.28 to$.33, 
the third increase in three years. 

On December 31,1986, our stock 
price was 29% higher han one year 
earlier, while the Dow Jones Industrial 
Average was only 23% higher. When 
the DJIA f rsl reached 2 .000. on lan- 
uarv 8 1987, The NrwYork limes 
published a table which showed that 
since the end of Ac bear market, on 
August iz, 1982, Wool worth's snare 
price rose more than 400 %. I hat 
represented the greatest appreciation 
of any of the 30 stocks included in the 
DJIA and almost three times ihe 
appreciation of the only other retailer 
included in that index. 

Executing a Growth Strategy 
with Proven Profit Productivity 

Results in 1986 underscore the contin¬ 
uing son ndness of strategic programs 
placing increasing emphasis on spe¬ 
cialty stores. [n 1986, each dollar of 
specialty store sales produced more 
than twice the operating profits pro¬ 
duced by eauh do ar of general mer¬ 
chandise sales, a ratio which has 


widened in recent years„ Operating 
profit margin- for specialty stores rose 
to 10.5% in 1986, from 10.2% in 
1983 and 8.8% mi984. Once again, 
total specialty store sales rose by a 
greater percentage than general mer¬ 
chandise sales. As a result, the per¬ 
centage of total sales and total 
operating profit derived from specialty 
stores continued to increase in 1986. 
Return on investment was 50% 
higher for specialty stores than for 
general merchandise stores in 1986. 

Demonstrating ou r commitment to 
specialty stores, we opened a record 
number in 1986. All but five of the 
636 new stores opened in 1986 were 
specialty stores. Capital expenditures 
on new specialty stores exceeded those 
on new general merchandise stores by 
approximately 10 to 1. 

Continued Development and 
Refinement of Growth Strategies 

Several new specialty store formats 
were developed and introduced in 
1983 and 1986. Formats demonstrat¬ 
ing the greatest potential for future 
sales and profit growth are being 
expanded very rapidly. 

Afterthoughts was introduced in 
the United States early in 1985. Initial 
results were so encouraging that we 
quickly exported the format to Can¬ 
ada. In 1983, 29 Afterthoughts were 
opened in the U.S. and Canada. More 
than three times that many were 
opened in 1986. Plans call for opening 
95 in 1987. 


Rubin, introduced in Germany 
several months ago, is patterned after 
the successful Afterthoughts format 
in the U.S. and Canada. Initial result* 
have been quite promising and we 
plan to have 12 more units in the rest 
phase within a matter oi months. 

Raglans, recently introduced by 
Kinney in Canada, features unisex, 
casual apparel in a simple, relaxed, and 
informal store environ mom. On the 
basts of the excellent results 01 five test 
units opened late last year, another 30 
will be added in 1987. 

Ashbrooks, just opened by 
Woolwortli in Canada, features house- 
wares, linens, tabletop items, and 
bathroom accessories. Three of the 
four prototype units are now open. 

In 1986, we continued our program 
of recycling store space to more pro¬ 
ductive applications. Over the past 
four years we have approved the con¬ 
version of valuable selling area in 346 
stores to formats having greater sales 
and profit prospects. 

Although no acquisitions were 
made in 1986, our interest in compati¬ 
ble, profitable businesses continues 
undiminished. The 651 new specialty 
stores opened during the year, how¬ 
ever, will have a far more favorable 
impact on our operations than any of 
the many possible acquisitions we 
have analyzed. 




The 1987 Expansion Program 

We currently plan total cash capital 
exp. ndiiuresof $225 million in 1987, 
$23 million greater than in 1986. Of 
the total.. $135 million is slated ior 
capital expenditures on specialty 
stores. That compares with $1^3 mil¬ 
lion in 1986 and $74 million in 1985. 

The Past as Prologue- 
New Financial Objectives 

Consistent improvements in return on 
equity and return on investment in 
recent years are the most important 
manifestations of the soundness of our 
growth strategies. In 1983/ we reached 
financial objectives that seemed quite 
arnbstious vs hen we established them 
in 1983. 

In the brief period required to 
exceed those objectives, we have 
developed, the momentum for still 
greater productivity. And we are 
determined to achieve even higher 
returns. Consequently, we have raised 
our return on equity objective to 20% 
fiom 17%, a level we exceeded in both 
1985 and 1986. Our return on invest¬ 
ment objective has been raised to 13% 
from 11%, a level we reached in 1983 
and surpassed in 1986. Very few 
major retailers have announced such 
ambitious financial objectives. 

To attain the targeted range of 
future profit growth, programs have 
been developed to raise general mer¬ 
chandise operating profit margins to 
6% from the current 5,1 % level, and 
to raises .oecialt y store operating profit 
margins to 12% from the current 
10.5% level. 


Appreciation 

We would like to express our sincere 
gratitude to John W. Lynn who retired 
on January 31,1987, after 45 years of 
loyal and faithful service. His decisive 
leadership through one of the most 
critical periods of our history restored 
Woolworth to the forefront of the 
retail industry and we are pleased he 
will continue to serve as a director. 

Last year was another success¬ 
ful one. It could only have been so 
because of the contribution of associ¬ 
ates, customers, suppliers, landlords, 
and directors, and the confidence of 
shareholders. The Company expresses 
its gratitude for the quality and consis¬ 
tency of that support. 



Harold E. Sells 
Chairman of the Board and 
Chief Executive Officer 



Frederick E. Hennig 

President and 

Chief Operating Officer 


April 8,1987 
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Harold E. Sells 
Chairman m mi Rijardand 
Chief Lxi t 1 : nvc Oi * ici a 
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President anp 
Chief Oi-i r mtng Oh k er 
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Review of Operations 


The Woolworth Transformation 

The speed and adroitness of F. VV 
Woolworth Co/s transformation from 
a traditional general merchandise 
retailer to one ol the world's largest 
specialty store operators is a tribute to 
its creative and talented people at all 
levels of operation. 

With an array of 30 specialty retail 
formats, including 17 launched within 
the past four years, the Company 
toda\ r operates more specialty units 
than any retailer in the world. The fact 
that all but live of the 656 new stores 
opened in 1986 were specialty stores 
constitutes an extraordinary state¬ 
ment of the Company's determination 
to play a dominant rote in this exciting 
and rewarding segment of modern- 
day retailing. 

The decision to rapidly expand 
existing specialty store formats and 
develop and acquire new ones was 
motivated by management's recogni¬ 
tion that specialty stores produce 
higher sales per square foot, faster 
rates of sales gains, higher operating 
profit margins, and higher returns on 
investment than general merchandise 
operations. In addition, the Company 
had at its disposal funds to fuel the 
expansion from profits of its large, but 
more mature, general merchandise 
and family footwear businesses. 

A major share of future sales and 
profit growth—and virtually all of the 
Company's unit expansion—will come 
from specialty stores. By 1991 special¬ 
ty stores an. expected to accoun t for 
46% of total sales, versus 35% in 
1986 and 28% in 1982. The pattern is 
more dramatic for specialty operating 
income which s anticipated to repre¬ 


sent hVC of total ope rating income by 
1991 versus 52% in 1986 and 39% 
in 1982. 

The focus on specialty operations 
has not been at the expense of 
Wool worth's general merchandise 
stores. The Company continues to 
push ahead vigorously to modernize 
and remerchandise its gener. I mer¬ 
chandise stores. 

Many of the specialty formats, such 
as the highly successful Foot Lockei 
and Lady Foot Locker stores, were 
primarily Kinney footwear opera¬ 
tions. More recent specialty additions 
have been non-loot wear re la led. 
including Kandy River. Kids Mart, 
Raglans, Frame Scene, Face Fantasies, 
Sportdle, Rubin, and she rapidly 
expanding Afterthoi ghts boutiques. 
Indeed, aon - \ 001 wear spec i a 11 y opera- 
tions are expected to grow more rap¬ 
idly than either general merchandise 
or footwear in th^ years to come-. In 
1986, non-footwear specialty stores 
accounted for 9% of sales and 3% of 
operating income. 1 hey ate expected 
to account f or 19% of sales and 23% 
of operating income in 1991. 

Securities analysts who cover the 
retailing industry have been almost 
unanimously impressed by the Com¬ 
pany's success story. "Woolworth," 
one wrote in early January," is in the 
process of completing one ol the great 
transformation stories ol retailing 
over the last two decades." The results 
of the Company's operations over the 
past four years lend substance to that 
observation. 
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Progressing on schedule, the U. S. 
Woolworth Division during 1986 
completed modernizing and remer¬ 
chandising 78 of its general merchan¬ 
dise stores. Renovated stores now 
constitute 35% of the division's total 
selling space. 

To further centralize operations and 
enhance the productivity of its general 
merchandise stores and growth of i ts 
new specialty businesses, the divi¬ 
sion's six regional offices were consol¬ 
idated on February a, 1987, into four, 
located in New York City, Atlanta, 
Chicago, and Burlingame, California. 

Specialty store operations in 1986 
included the rapid expansion of the 
promising Afterthoughts format, 
continuing experimentation with the 
Herald Square and Frame Scene con¬ 
cepts, and introduction of three com¬ 
pact, budget-priced cosmetics and 
beauty product boutiques called Face 
Fantasies. 

Afterthoughts, offering contempo¬ 
rary costume jewelry, fashion ear¬ 
rings, handbags, and other accessories 
at budget prices, opened 73 new bou¬ 
tiques in 1986 and plans to open 75 
more in 1987. Still in the testing mode 
are Herald Square, which opened one 
new unit; Frame Scene, which added 
fourstoresin 1986; and Face Fantasies. 

The relatively small size of these 
stores makes it comparatively easy to 
open new ones rapidly or to convert 
them to another of the Company's 
specialty formats should that prove to 
be more desirable. 
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Kinney Shoe Corporation 

Kinney Shoe Corporation, one of the 
nation's largest retailers of footwear 
for men, women, and children, again 
posted strong gains in sales and earn¬ 
ings in 1986. lota! revenues are 
expected to reach an annual rate of 
$2 billion as early as the Spring 
of 1987. 

Kinney's operations last year were 
distinguished by the further develop¬ 
ment and expansion of its specialty 
store formats worldwide. In the 
United States, Kinney's pacesetting 
Foot Locker division added 130 units, 
bringing the total to 765, while Lady 
Foot Locker grew by 40 to 130. 

Foot Locker's professional sales 
teams in their distinctive striped 
referee shirrs are readily recognized 
for their quality service to shoppers. 
The Foot Locker division is highly 
regarded within the Wool worth 
Company, having won the coveted 
Chairman's Group Award in 1986 
for Outstanding Performance for 
the second year in a row. 



Highlighting a successful market¬ 
ing program, in January 1987, the 
Foot Locker division sponsored two 
widely viewed 30-second commercials 
during the broadcast of the Super 
Bowl football game, the first athletic 
footwear chain to do so. The announce¬ 
ment, featuring a futuristic game in 
the year 3000, conveyed the message 
that no matter how the game may 
change, foot Locker will have the shoes 
for the sport just as it does today. 

The 1986 Chairman's Group Aw a rd 
for Creativity was won by Kinney 
Canada as a result of their impressive 
record of developing and expanding 
new specialty businesses. By the end 
of 1986, four formats which have been 
introduced since the Fall of 1982- 
Lady Foot Locker, Sportelle, Randy 
River, and Raglans-had grown to 21.; 
units. Those stores produced 23% of 
Kinney Canada's 1986 total sales and 
35% of its total operating income. 

Sportelle, a format Kinney origi¬ 
nated in Canada less than two years 
ago, has been so successful it is now 
being exported to the United States. 

A new Kinney specialty store format 
which came on stream in Canada dur¬ 
ing 1986 is Raglans, featuring casual 
apparel for both men and women. 
Raglans, with five units already in 
operation in the Toronto area, also 
specializes in apparel for women 
requiring larger sizes. Initial results 
augur well for the future growth of 
this store format. 
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Woolworth Canada 

In Canada, the move into specialty 
retailing accelerated in 1986 with the 
addition of 27 Afterthoughts and 1 j 
Kids Mart stores, bringing the totals 
respectively to 36 and 22. Another 
new specialty concept, Ashbrooks, 
offering fashion-driven housewares, 
linens, and home accessories, was 
just unveiled, with at least four proto¬ 
types expected to be in operation by 
mid-1987. 

In spite of last year's less than 
buoyant economy, Woolworth 
Canada's dominant Woolco division 
improved both sales and earnings in 
1986. Even more impressive results 
a re anti ci pa ted i n 1 987. Woo 1 co, wi t h 
a total of 119 stores across the coun¬ 
try, celebrates its 25th anniversary in 
Canada in 1987 with a year-long pro¬ 
gram of promotional events. 

Woolworth Canada plans to 
open three new general merchandise 
stores in 1987 and this, along with the 
renovation of its downtown and sub¬ 
urban locations, is expected to stimu¬ 
late the sales and profitability of this 
division. 

The Robinson's chain of small 
convenience stores, acquired in 1985 
and located primarily in the Western 
provinces, is expected to add five new 
stores in 1987. 



Woolworth Overseas Core 

Established in 1975, Woolworth 
Overseas Corp. (WOC) functions as 
a corporate buying agent for all oper¬ 
ating divisions. Convinced of the ben¬ 
efits of the Company's centralization 
program, operating divisions in recent 
years have looked to WOC's direct 
buying services more frequently than 
ever before as a means of reducing the 
costs of imports from overseas manu¬ 
facturers. Eliminating middlemen 
from the buying process through 
increased direct imports has improved 
gross margins. In addition, profits 
have benefited from reductions in 
transaction costs related to adminis¬ 
tration, ocean freight, insurance, 
bank charges, and com munications. 

Staffed by highly trained retail 
professionals based in Taiwan, Hong 
Kong, Singapore, and Manila, WOC's 
facilities are strategically positioned to 
ensure close supervision of the quality 
and value of direct shipments. This 
important service has become increas¬ 
ingly relevant to the future profit 
growth of all of the Company's retail¬ 
ing operations. 
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Woolworth Germany 
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In 1986, Woolworth Germany, with 
224 Woolworth stores and a meaning¬ 
ful presence m virtually every market 
area of West Germany, posted a strong 
increase in operating income. 

Specialty store operations expanded 
with the test-marketing of two prom¬ 
ising new formats. Fun & Fashion, 
with three units now in operation, 
brings the latest fashions in casual 
apparel and accessories to active men 
and women in the 20-40 year old age 
group. Early results of these stores, 
averaging 3,000 square teetand 
located in busy downtown shopping 
streets, have been surprisingly strong 
a nd re f I ect e n th u s i as tie con s u m e r 
acceptance. 

Rubin, the newer of the two for¬ 
mats, was introduced in 450 square 
feet of space carved out of a highly 
productive Woolworth general 
merchandise store in West Berlin. 
Offering costume jewelry, leather 
handbags, and accessories, Rubin is 
quite similar to the Afterthoughts 
format which is proving so successful 
in the U.S. and Canada. Rubin's pric¬ 
ing structure, however, is somewhat 
higher than Afterthoughts' If the next 
12 units to be tested in 1987 produce 
results as satisfying as the first, then 
the choice of the name Rubin, which 
in English means ruby or gem, will 
have been prophetic. 

Woolworth Germany, which last 
year marked the 60th anniversary of 
its founding, is expanding its Frank¬ 
furt headquarters to improve its grow¬ 
ing operations and better serve its 
customers. 
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Richman Brothers 

The Richman Brothers Company 
added eight Anderson-Little and four 
Richman stores in 1986, bringing the 
total of all stores to 319. During 
the year, 17 Anderson-Little and 
23 Richman stores were renovated 
and one unprofitable Richman out¬ 
let was converted to the Anderson- 
Little format. 

Richman in 1986 sharpened its 
focus on the need to satisfy geographic 
lifestyle preferences and enhanced its 
fashion statement with more contem¬ 
porary apparel and furnishings. 

Based on the successful introduc¬ 
tion of tailored and casual clothing for 
career women in four Richman stores 
in 1985, fifty more stores in metro¬ 
politan markets offered the new 
" Richman Woman v apparel line in 
time for the 1986 Fall season. Wom- 
enswear sales in the 54 units averaged 
12% of those stores' total volume in 
1986. In another initiative, men's 
contemporary fashion merchandise 
was given greater exposure by a sig¬ 
nificant shift from newspaper to radio 
and television advertising. 


Little Folk Shop 

Little Folk's operating loss in 1986 
resulted from extensive clearance 
markdowns of excess inventories. By 
year end, corrective measures, man¬ 
dated by the new president and chief 
executive officer of Little Folk, had 
slashed inventories to 10% below 
those of January 31,1986. In addition, 
new rigorous control policies were 
established to prevent unacceptable 
inventory levels in the future. 

Continuing its development of 
market areas by clustering stores to 
maximize advertising impact and 
minimize supervision expense, Little 
Folk opened 73 new Kids Mart units in 
1986, With a total of 277 stores, it 
now operates more units than any 
other children's specialty business. 

A new Little Folk office and distri¬ 
bution facility became operational 
during the Spring of 1986 and is per¬ 
forming exceedingly well. Capable of 
servicing almost 500 stores, it is 
expected to play an important role in 
streamlining operations and improv¬ 
ing productivity in this rapidly 
expanding operation. 
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Community Involvement 

From coast to coast, Woolworth's 
commitment to the concerns and 
interests of the many communities it 
serves was demonstrated last year in a 
variety of ways. 

In New York City a heightened 
sense of community was conveyed last 
May by the relighting of the tower 
and upper stories of the Wool worth 
Building for the first time in some 45 
years. As then Chairman and Chief 
Executive Officer John W. Lynn 
observed, when he pressed the button 
to turn on the lights, the re-illumina- 
tion was Wool worth's way of 'sharing 
the nighttime grandeur of the building 
with the people of New York and the 
millions of visitors to this great city in 
months and years to come." Public 
response was immediate and warm as 
television networks and national 
newspapers and magazines flashed 
their approval through photographs 
and articles on the event and the 
thought behind it. 



Across the country, a Woolworth 
relief effort was mounted only hours 
after last April's severe flooding in 
northern California which left thou¬ 
sands homeless. A Company trailer 
loaded with $350,000 of new clothing 
rushed nonstop over 1,700 miles from 
the Company's Kansas Distribution 
Center to provide aid to the flood vic¬ 
tims. The action elicited warm expres¬ 
sions of gratitude from the California 
Governor and the Chairman of the 
Yuba County Board of Supervisors, 
among many others. 

The Woolworth family of stores 
last year continued to actively partici¬ 
pate in the nationwide effort to locate 
missing children by posting their pho¬ 
tographs in all of its U. S. stores and 
other facilities. 
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Financial Statements 


Management's Discussion of Operating Results and Financial Condition 


Th e preceding pages < -1 this Annual Report hove depicted recent 
developments in the K VV. VVoolvvortii Co. new stores, new for¬ 
mats, and new ideas—particularly in our specialty operations. In the 
remainder oi this report, we will discuss the financial results we 
have achieved in the past five years and the strong financial posi¬ 
tion with which we begin 1987. 

The extent ol the financial progress we have achieved can best be 
described through an analysis of our financial objectives. In early 
! 9S3, several corporate 1 inaneial objectives were established to 
measure and monitor the results of implementing our strategic 
priorities of restructuring and expanding the Company. Inasmuch 
as those original objectives were achieved in 1983 and surpassed in 
1986, new, more aggressive financial objectives were recently 
established. The following table presents those new objectives 
compared with actual results over the past five years: 



1982 

1983 

1984 

K)8S 

1986 

New 
(objective 

Alter-tax return on 
beginning common 
equity (ROE) 

8.9A 

1 2. 1 

n 9 

17 1 

I7.7 

20 

After-tax return on 
average investment 

(ROD 

7.4% 

8.1 

90 

T l .O 

11.3 

13 

Annual profit growth 
rate 

(15 jlfc 

44 

20 

26 

21 

12 14 


Re t urn on Equity (ROE). Our new objective is to achieve an 
after-tax return on beginning common equity of 20% within the 
next five years. R( )E is net income available to common sharehold¬ 
ers divided by common shareholders' equity at the beginning of 
the year. 


Return on E Ql i ty 207 r 



Return on Investment (ROl). Our new objective r> to achieve 
an after-tax return on average investment of i 3% within the next 
five years. ROl measures the relationship of return fearnings net 
of taxes but before interest) to average assets invested during the 
year. Investment is def ined as net assets including the asset value 
of operating leases, but excluding debt and other noncurrent 
liabilities. 

Annual Proi-tt Growth. Consistent with our ROE and ROl 
objectives, we have established an average annual net profit growth 
rate objective oi 12-14%. This objective is meant to represent 
Livertlge profit growth over the next five years. During periods oi 
economic expansion we may exceed this rate, and, conversely, 
during recessions we may fall short of this objective. Over the past 
four years, net profit has grown at a compound annual growth 
rate of 27%. 

ROl can he analyzed through its two components: return 
on sales and investment turnover. The following table shows the 
calculation of ROl as the product of these two components, and 
highlights the fact that the improvement in ROl over the past four 
years is due to both enhanced productivity (return on sales) and 
better asset management (investment turnover) : 


1982 198 s 1984 198 s 1986 


Return mi 
sales 

Return 

Sales 

3.63% 

3.90% 

4.11 A- 4.53% 

4.66% 

If Airs 






Investment 

turnover 

Sales 

Investment 

2.02X 

2 A >SX 

2_3 2X 2,4 ZX 

2.42X 

equals 






Ret a rn on 

investment 

Return 

Investment 

7.38C 

8.14% 

9.54% 10-95% 

H.29% 



S2 


82 


86 











































The operating statistics shown below highlight results derived 
from the implementation of our strategic priorities: 


Operating income as a 
percentage of sales 

1982 

1983 

1984 

1985 

1986 

Specialty 

7.0% 

7*9 

8.. 8 

10.2 

10.5 

General merchandise 

4.2% 

47 

49 


5 * 1 

Consolidated 

5.0% 

5.6 

6.2 

6.9 

7 -° 

Operating income per square foot 

Specialty 

S: 1.7 

14.5 

17.7 

22.3 

25.3 

Gene ral merchandise 

$ 4.0 

4-6 

4.9 

5 - 2 

57 

Consolidated 

$ 5.3 

6.4 

77 

8-5 

9-5 

Sales per square foot 

Specialty 

$ 168 

184 

203 

219 

242 

G ene m 1 m ercha nd i se 

$ 94 

99 

■101 

103 

112 

Consolidated 

$ 106 

H 3 

119 

124 

136 


These tables indicate that both operating income as a percentage 
of sales, and operating income and sales per average square foot of 
selling area, have increased steadily since 1982 in genera) merchan¬ 
dise and specialty operations. Because improvements have been 


Consolidated Off rati ng I ncom f 



greater in specialty than in general merchandise operations, we 
have allocated an increasingly greater percentage of our funds to 
specialty operations, as demonstrated in the following analysis of 
capital expenditures: 


Percentage of total capital 
expenditures 

1982 

1983 

1984 

1985 

I986 

Specialty 

50% 

41% 

45% 

49% 

56 - 

General merchandise 

48 

36 

32 

48 

40 

Corporate 

2 

3 

3 

3 

4 

Total 

ino 9 t 

100% 

100% 

100% 

100' 


Since approximately 40% of our sales are generated outside the 
United States, the value of the U.S. dollar relative to the currencies 
of the foreign countries in which we operate affects consolidated 
operating results. During the four years prior to 1986, the relative 
s t re ng t h of t he U. S. d o liar a d ve rs cly aft ect ed co n sol id a t cd ea r n - 
ings. The strengthening of the German mark in 1986 caused this 
trend to reverse. For further analysis of the effect of foreign cur¬ 
rency translation on the Company, see the Financial Review section 
of this report. 

Another significant factor affecting earnings is our inventory 
valuation method. We use the retail method to value merchandise 
inventories and determine cost on the FIFO basis for foreign inven¬ 
tories and the LIFO basis for most domestic inventories. Included 
in costs of sales were LIFO credits of $1 million in 1986, $11 mil¬ 
lion in 1985, $2 million in 1984, a nominal LIFO credit in 1983, 
and a $5 million LIFO charge in 1982. 

During the past five years, declining interest expense has con¬ 
tributed to our improved profitability. Interest expense was $56 
million in 1986,43% below the 1982 level. Contributing to this 
reduction are lower debt levels and lower short-term borrowing 
rates. The following table provides additional information regard¬ 
ing debt levels and interest rates: 



1982 

1983 

1984 

1985 

1986 

Weighted average interest rate 
during year 

Short-term debt 

14.1% 

9.6 

! 1,0 

9 6 

8.0 

Long-term debt 

8.1% 

10',3 

10.2 

8.3 

8.4 

Total debt 

11.6% 

10* X 

10-5 

9.1 

8.2 

Short' term debt outstanding 
during year (in millions) 

low 

$ - 

- 

- 

- 

- 

High 

$870 

293 

389 

44 1 

382 

Weighted average 

$ 55 « 

170 

228 

278 

279 
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Commercial paper, bankers acceptances, and, to a lesser extent, 
short-term bank loans, are used to finance seasonal working capital 
requirements: The cost of such short-term financing is dependent 
upon market interest rates prevailing at the time of issuance. 

During the past five years, funds generated from operations 
were sufficient for working capital, expansion, and dividend pur¬ 
poses. Based on current plans for 1987, which include additions to 
owned properties of $225 million, we believe expansion will again 
be financed through internally generated funds. However, depend¬ 
ing on market conditions and other circumstances, additional 
financing, either long-term or short-term, may be utilized. 

The following table sets forth the components of capitalization: 


As of January 31, 

1983 

1984 

1985 

1986 

1987 

(in millions) 
Long-term debt 
and capital lease 
obligations 

$ 54 s 

$ 507 

$ 422 

$ 370 

$ 376 

Present value of 
operating lease 
commitments 

876 

883 

907 

933 

j-035 

Total debt 

»/ 4*4 

1,390 

T 329 

1,303 

■Mil 

% of capitalization 

5.9 

57 

5 b 


49 

Shareholders' 

equity 

999 

0 

C^\ 

q 

1,051 

1,223 

1,484 

% of capitalization 

41 

43 

44 

48 

5 1 

Total capitalization 

$2,423 

$2,420 

$2,380 

$2,526 

$2,895 


While long-term debt and capi tal lease obligations have declined 
over the past four years, operating lease commitments, used to 
finance the expansion of our specialty operations, have increased. 
The debt/capitalization ratio has declined over the past four years 
to 49% on January 31,1987, from 59% on January 31,1983, 
because of the significant rise in shareholders' equity. 


Since the beginning of 1983, shareholders' equity rose 
$485 million, due primarily to earnings generated over the last 
four years, as shown in the following table: 


(in millions] 

Shareholders'equity at January 31,1983 

$ 999 

Net income 

650 

Dividends paid 

( 255 ) 

Foreign currency translation adjustment 

5 i 

Capita] transactions and other 

39 

Shareholders' equity at January 31,1987 

$1,484 


In recognition of our improved f inancial posture, our long-term 
debt rating was raised by Moody's Investors Service from A3 to 
A2 and by Standard & Poor's from BBB + to A —. Moody's also 
raised our commercial paper rating from Prime-2 to Prime-1, their 
highest rating. 

Looking ahead to 1987 and beyond, we anticipate that the Tax 
Reform Act of 1986 will have a positive impact on our net income 
and cash flow’s due to the reduction in the U.S. corporate income 
tax rate on income to be generated in future years. 

During the past three years inflation in the countries in which 
we operate, as measured by government indices, has been minimal. 
To the extent that inflation exists, however, it tends to benefit 
our operating results because current revenues are matched with 
historical costs of productive capacity and the historical cost of 
foreign inventories valued on the FIFO method. 

Fora more detailed analysis of operating results and financial 
condition see the Financial Review beginning on page 24 . 
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Consolidated Statement of Income 

EW. Wool worth Co. 

For the f iscal years ended January 31,1987,1986, and 1985 




(in m i 11 ion s except per s ha re amou nts) 

1986 

1985 

1984 

Revenues 




Sales, including sales from leased departments of $257, $253, and $252 

$6,501 

$5,958 

$5,737 

Ot her income 

30 

32 

26 



5,990 

5-763 

Costs and Expenses 




Costs of sales 

4.287 

3,952 

3,853 

Selling, general, and administrative expenses 

1,689 

i ,545 

1,472 

Depreciation and amortization 

125 

111 

105 

Interest expense 

56 

68 

82 


6,157 

5,676 

5,512 

Income before Income Taxes 

374 

314 

251 

Income taxes 

160 

137 

110 

Net Income 

$ 214 

$ 177 

$ 141 

Net Income Per Common Share 

$ 3.25 

$ 2.75 

$ 2.22 


See Summary of Significant Accounting Policies on page23 and Financial Review on pages 24 to 31, 
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Consolidated Balance Sheet 

EW. Wool worth Co, 


January 31,1987, 1986, and 1985 (in millions) 

1986 

1985 

1984 

Assets 




Current Assets 




Cash, and short-term investments of $193, $115, and $95 

$ 239 

$ 143 

$ 119 

Merchandise inventories 

1,327 

1,264 

1,108 

Other current assets 

ns 

114 

108 


1,684 

1,521 

i /335 

Owned Properties, less depreciation and amortization 

978 

838 

767 

Leased Properties under Capital Leases, less amortization 

91 

90 

100 

Deferred Charges and Other Assets 

97 

86 

109 


$2,850 

$2,535 

$2,311 

Liabilities and Shareholders' Equity 




Current Liabilities 




Accounts payable 

$ 455 

$ 454 

$ 375 

Accrued liabilities 

2 93 

262 

235 

Income taxes 

77 

59 

24 

Current portion of reserve for discontinued operations 

20 

26 

33 

Dividends payable 

18 

16 

15 

Current portion of long-term debt and obligations under capital leases 

x8 

M 

50 


881 

831 

73 2 

Long-Term Debt 

248 

2 45 

250 

Long-Term Obligations under Capital Leases 

110 

m 

122 

Other Liabilities 

90 

74 

69 

Deferred Taxes 

37 

30 

30 

Reserve for Discontinued Operations 

- 

21 

57 

Shareholders' Equity 

1,484 

1,223 

1,051 


$2,850 

$2,535 

$2,311 


See Summary of Significant Accounting Policies on page 23 and Financial Review on pages 24 to 31. 
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Consolidated Statement of Changes in Shareholders' Equity 

F.W. Wool worth Co. 

For the fiscal years ended January 31,1987, 1986, and 1985 
(shares in thousands, amounts in millions) 


1986 


1985 


1984 


Shares 

Amount 

Shares 

Amount 

Shares , 

Amount 

Preferred Stock 







Par value $1 per share, $2.20 Series A Convertible Preferred at stated 







value $4.73 1 h per share, 7 million shar es authorized, liquidation 







value $45 per share 







Outstanding at beginning of year 

391 

$ 2 

513 

S 2 

555 

$ 2 

Converted during year 

(145) 

(1) 

(122) 

- 

(42) 

- 

Outstanding at end of year 

246 

1 

391 

2 

513 

2 

Common Stock and Paid-In Capital 







Par value $3.33 C A per share, 250 million shares authorized 







Issued at beginning of year 

32,242 

128 

31,668 

115 

31.517 

113 

Issued upon conversion of preferred shares 

347 

1 

^73 

- 

59 


Issued understock option and purchase plans 

985 

22 

401 

12 

92 

2 

Two-for-one stock split 

32,494 

82 





Tax benefits related to stock option and purchase plans 


3 


1 


- 

issued at end of year 

66,068 

236 

32,242 

128 

31,668 

115 

Common stock in treasury at beginning of year 

(197) 

(6) 

(200) 

(6) 

(28) 

(1) 

Acquired at cost 

(164) 

(7) 

(19) 

(1) 

(336) 

(10) 

Issued under stock option and purchase plans 

- 

- 

22 

1 

164 

5 

Two-for-one stock split 

(215) 

- 





Common stock in treasury at end of year 

(576) 

(13) 

(197) 

(6) 

(200) 

(6) 

Common stock and paid-in capital outstanding at end of year 

65,492 

223 

32,045 

122 

31,468 

109 

Retained Earnings 







Balance at beginning of year 


1,181 


1,069 


986 

Net income 


214 


177 


141 

Two-forgone stock split 


(82) 





Cash dividends declared 







Preferred stock 


(1) 


(0 


0) 

Common stock 


(73) 


(64) 


( 57 ) 

Balance at end of year 


1**39 


1,181 


1,069 

Shareholders' Equity before Foreign Currency Translation Adjustment 

1,463 


1.305 


1,180 

Foreign Currency Translation Adjustment 







Balance at beginning of year 


(82) 


(129) 


(70) 

Effect of fluctuations in foreign currency translation rates 


103 


47 


( 59 ) 

Balance at end of year 


21 


(82) 


(129) 

Total Shareholders' Equity 


$1,484 


$1,223 


$1,051 


See Summary of Significant Accounting Policies on page 23 and Financial Review on pages 24 to 31, 
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Consolidated Statement of Changes in Financial Position 

F.W Wool worth Co,. 

For the fiscal years ended January 31,1987, 1986, and 1985 (in millions) 

1986 


1985 

1984 

Financial Resources Were Generated from: 





Net income 

$ 214 

$ 

177 

$ 141 

Non-cash items 





Depreciation and amortization 

125 


in 

105 

Utilization of deferred tax benefit 

- 


27 

62 

Tota 1 f i nanria 1 resou rces gencrated from operations 

339 


315 

308 

Proceeds from issuance of common stock 

22 


13 

7 

Sales of properties 

5 


22 

12 

Other 

15 


2 

6 

Total Financial Resources Generated 

3 8i 


352 

333 

Financial Resources Were Used for: 





Increases (decreases) in working capital requirements {excluding cash and borrowings) 





Changes in inventory 

63 


153 

62 

Changes in other current assets and liabilities 

(48) 


(136) 

(48) 

Additions to owned properties and those under capital leases 

202 


152 

130 

Cash dividends 

74 


65 

58 

Purchase of treasury stock 

7 


1 

10 

Cost 0 f acq uisiti 0 n s 

- 


4 

7 

Total Financial Resources Used 

298 


239 

219 

Foreign Currency Translation Adjustment 

34 


6 

(21) 

Net Financial Resources Generated from Continuing Operations 

117 


119 

93 

Net Financial Resources (Required) for Discontinued Operations 

(27) 


( 43 ) 

( 55 ) 

Net Financial Resources Generated 

to 

Q 

$ 

76 

$ 38 


Uses (Sources) of Additional Resources 


Increase (decrease) in cash and short-term investments 
(Increase) decrease in long-term debt and capital lease obligations 

$ 

96 

(6) 

$ 

24 

52 

$ 

QO 

CTn .3 


$ 

90 

$ 

76 

$ 

38 


See Summary of Significant Accounting Policies on page 23 and Financial Review on pages 24 to 31, 
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Management's Report 


The integrity and objectivity of the financial statements .md other 
financial information presented in tins Annual Report are the 
responsibility of management of the Company. The financial state¬ 
ments have been prepared in conformity with generally accepted 
accounting principles and necessarily include amounts based on 
best estimates and judgment of management. 

The Company maintains internal accounting control systems 
and related policies and procedures designed to provide reasonable 
assurance that assets are safeguarded, that transactions are exe¬ 
cuted in accordance with management's authorization and properly 
recorded, and that accounting records may be relied upon for the 
preparation of financial statements and other iinandal informa¬ 
tion. The design, monitoring, and revision of internal accounting 
control systems involve, among other things, management's lodg¬ 
ment with respect to the relative costs and expected benefits of 
specific control measures. The Company also maintains an internal 


auditing function which evaluate!-- and formally repot ts on i\w 
adequaev and el fectiveness ol iniernal accounting controls, policies, 
and procedures. 

The Company's financial statements have been examined by 
Price Waterhouse, the Company s independent accountants, whose 
report below expresses their opinion with respect to the fairness of 
the presentation of the statements. 

The Audit Committee of the Board of Directors, which is com¬ 
posed solely of directors who are not officers or employees of the 
Company, meets regularly with corporate management, the Com¬ 
pany's internal auditors, and Price Waterhouse to review the activi 
ties of each and satisfy itself that each is properly discharging ns 
responsibility. In addition, the Audit Committee meets regularly 
with Price Waterhouse, without management's presence, to discuss 
the examination of the financial statements as well as other audit¬ 
ing and financial reporting matters 





1 Droid F Sells 

Chiu man of l he Boot dtfnd 

Chief r.xeatfive Officer 


William K. Luc in 

C.u ; Lnmr Vice Prc.-au ni l uum n 

mnf Chief / mma in! OjCcer 


Report of Independent Accountants 

^1^ t S3 Hast 53rd Street 

Price Waterhouse Now York, New York 

March 3,1987 

To the Board of Directors and Shareholders of F. W. Woolworth Co. 

In our opinion, the accompanying consolidated balance sheet and the related consolidated statements ol income, of changes in shareholders' 
equity and of changes in financial position present fairly the financial position of F. W. Wool worth Co. and its consolidated subsidiaries nt 
January 31,1987, 1986 and 1985, and the results of their operations and the changes in their financial position for the years then ended, in 
conformity with generally accepted accounting principles consistently applied. Out examinations of these statements were made in 
accordance with generally accepted auditing standards and accordingly included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 








22 












Summary of Significant Accounting Policies 


Consolidation 

The consolidated financial statements include the accounts of the 
Company and all wholly owned domestic and foreign subsidiaries. 

1 he Company s 49%-owned Mexican subsidiary 1s accounted lor 
on the cost basis. AM subsidiaries' results are based on iiscal years 
ending January 3 1, except for the Cerrnan and Australian subsidi¬ 
aries whose Iiscal years end December 31 . 

Earnings per Share 

Primary earnings per share is computed on the basis of the 
weighted average number oi shares outstanding giving effect to 
dilutive stock options, f ully diluted earnings per share gives effect 
to the assumed conversion of convertible preferred stock and the 
d feet oi dilutive stock options. Both calculations reflect the two- 
tor-one common stock split effective May 30, 1986. 

Foreign Currency Translation 

All assets and liabilities have been translated at the exchange rates 
prevailing at the respective balance sheet dates, and all income 
statement items have been translated using the weighted average 
exchange rates during the respective years. The gams and losses 
resulting from translating assets and liabilities at current rates are 
reported in shareholders' equity. Cains and losses from foreign 
currency transactions are reported in income. 

Merchandise Inventories 

Inventories are valued at the lower oi cost or market using the retail 
method for merchandise in stores and warehouses. Cost is deter¬ 
mined on the last-in, iirst-out (LIFO) basis for most domestic inven¬ 
tories, and the lirst-in, first-out (FIFO) basis for foreign inventories* 


Properties 

Significant additions and improvements to properties are capitalized; 
maintenance and repairs are charged to current operations as 
incurred. 

Depreciation and Amortization 

Owned buildings and equipment are depreciated on a straight-line 
basis over the estimated useful lives of the assets. The principal 
annual rates of depreciation are 2% to 3 % for buildings and 7% to 
33% for furniture, fixtures, and equipment. Leased properties 
under capital leases and improvements to leased premises are 
amortized on a straight dine basis over the lesser of the life of the 
asset or the term of the lease. 

Store Preopening Costs 

Store preopening costs are charged to expense in the year incurred. 
Leases on Closed Facilities 

Lstimated future costs oi leases on closed facilities are recognized in 
the period in which the determination to close is made. These costs 
represent the present value of expenditures for rents, real estate 
taxes, and other occupancy costs, reduced by tire present value of 
estimated income from subtenant leases. 

Discontinued Operations 

In 1982, the Company discontinued its U.S. YVoolco operations 
and sold its 52.6% interest in its British subsidiary. These busi ¬ 
nesses have been accounted for as discontinued operations since 
September 24, 1982, and October 31, 1982, respectively. 
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Financial Review 


Divisional information in the following financial review is organ¬ 
ized by segment and geographic area. Other specialty operations 
include the special tv formats operated by the general merchandise 
divisions; as well as Little Folk Shop since its acquisition in 1983; 
The Rx Place since its formation in 1983; and *J. Rrannam which 
was closed during 1983. 


Sales 


(in millions] 

1986 

1985 

■nO 

00 

4* 

1983 

1982 

General merchandise: 

Wool worth U.S. 

Wool worth Canada 

Wool worth Germany 

$1,954 

i-43 6 

907 

$1,938 $1,905 
1,421 1,435 
658 637 

$1,821 

1,408 

702 

$1,707 

C350 

717 

Total general 

merchandise' 

T297 

4,017 

3/977 

3'W 

3/774 

V'rj change from prior year 

7.0 

1.0 

1.2 

4-2 

(1.8) 

Specialty: 

Kinney U. S. 

Kinney: Canada and 

1,500 

1,312 

1,160 

1,016 

910 

Australia 

317 

274 

259 

248 

222 

Richman 

26l 

254 

249 

222 

198 

Other specialty-domestic 

l6l 

146 

156 

104 

83 

foreign 

36 

26 

4 

1 

- 

Total specialty 

2,275 

2,012 

1,828 


C413 

% change from prior pear 

1 3 .1 

10.7 

14.9 

12.4 

8.6 

Intersegment sales 

(7l) 

(71) 

(68) 

(66) 

(65) 

Total sales 

$6,501 

$5-958 $5,737 $5,456 $5,124 

% change from prior year 


3-9 

5'2 

6,5 

7 .0 


Sales increased 9.1% in 1986 from the 1983 level and 3.9% in 
1985 from the 1984 level. Domestic sales increased 6.2% in 1986 
and 5.2% in 1985. Foreign sales, expressed in ITS. dollars, in¬ 
creased 13.7% in 1986 and 1.8% in 1983. Foreign sales are affected 
by the change in value of foreign currencies relative to the U.S. 
dollar. If foreign sales had been translated at rates in effect for the 
previous year, 1986 foreign sales would have increased 4.4%, and 
total sales, 5.5%, and 1985 foreign sales would have increased 
6.1%, and total sales, 5.5%. For further information on sales and 
sales per square foot in local currency, see page 33. 


Net Income 


(in millions) 

1986 

1985 

1984 

1983 

1082 

Income before unallocated items 






General merchandise: 

Wool worth U.S. 

$ 96 

$104 

$ 95 

$ jB 

$ 66 

Wool worth Canada 

70 

67 

64 

60 

52 

Wool worth Germany 

52 

32 

35 

45 

40 

Total general 

merchandise 

218 

203 

194 

183 

158 

Specialty: 

Kinney U.S. 

*95 

163 

134 

102 

88 

Kinney: Canada and 

Australia 

35 

26 

21 


12 

Richman 

x 7 

16 

15 

10 

4 

Other specialty-domestic 

( 9 ) 

- 

( 9 ) 

(6) 

( 5 ) 

-foreign 

- 

1 

(0 


- 

Total specialty 

238 

206 

160 

125 

99 

Total operating income 

456 

409 

354 

308 

257 

Unallocated items 

Corporate expense 

(26) 

(25) 

<18) 

(12) 

as) 

Service charges un 

receivables sold 

- 

(2) 

( 3 ) 

(4) 

(6) 

Interest expense 

(56) 

(68) 

(82) 

(85) 

(98) 

Income taxes 

(160) 

( 137 ) 

(110) 

(89) 

( 53 ) 


(242) 

(232) 

(213) 

(190) 

(175) 

Net income from continuing 

operations 

$214 

$1 77 

$ 14 ^ 

$118 

$ 82 


Operating income increased 11 % in 1986 from the 1983 level 
and 16% in 1985 from the 1984 level. Domestic operating income 
increased 6% in 1986, and 20% in 1985. Foreign operating in¬ 
come rose 23% in 1986, and 6% in 1983. Operating results are 
affected by the change in value of foreign currencies relative to the 
U.S. dollar. If foreign operating income had been translated at rates 
in effect for the previous year, foreign operating income would 
have increased 14% in 1986, and 11 % in 1983. For further infor¬ 
mation on operating income in local currency, see page 33. 
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Following are the weighted average foreign exchange rates used 
to translate foreign operating results into ~U\S* dollars: 



1986 

00 

1984 

1983 

1982 

Canada 

,7221 

.7283 

.7673 

.8099 

.8083 

% ch a rige f r01 n p ria r y c 1 1 r 

fo.ij) 

( 5-0 

< 5 - 3 > 

0,2 

(3.2) 

Germany 

.4684 

.3490 

■3491 

.3893 

4 1 1 7 

% change fro in priory ea r 

34 - 2 

- 

Do, 3.) 

<5-4> 

( 7 -t) 

Australia 

.6700 

.6992 

,8782 

.9008 

1.0149 

% change from prior year 

(4.2) 

(2O.4) 

(2,5.) 

(11.2) 

(it 7) 

Ratios useful in analyzing results of operations are: 

(Percentage of sales) 

1986 

1985 

1984 

1983 

1982 

Costs of sales 

65.9 

66.3 

67.2 

67.4 

677 

Selling, general, and 






adrr 1 in i st rat 1 ve expen ses 

26,0 

25,9 

25.7 

2 5-9 

26.3 

Depredation and amortization 

1.9 

1 -9 

t.8 

1.8 

1,9 

Interest expense 

0.9 

1.1 

1.4 

1.6 

i + 9 

Income taxes 

2 5 

.2,3 

1,9 

1.6 

1.0 

Net i ncome f ro m oc>n r i n u i n g 






operations 

3*3 

3,0 

2 -5 

2.2 

1.6 


Depreciation and Amortization 

Depredation and amortization expense attributable to owned prop¬ 
erties and leased properties under capital leases follows: 


(in millions) 

1986 

1985 

1984 

1983 

1982 

General merchandise: 

Wool worth LL 5 . 

Wool worth Canada 

Woolwonh Germany 

$ 33 

21 

*9 

$ 3 2 
18 

J4 

$ 29 

1 9 
13 

$ 28 

18 

H 

$ 28 

17 

H 

Total general merchandise 

73 

64 

61 

60 

59 

Spedalty: 

Kinney U.S. 

32 

30 

28 

26 

2 5 

Kinney: Canada and Australia 

6 

5 

5 

5 

4 

Rich man 

5 

5 

4 

4 

4 

Ot h er s pecia I ry -d omest i c 

3 

2 

3 

2 

2 

-foreign 

1 

1 

- 

- 

- 

Total specialty 

47 

43 

40 

37 

35 

Corporate 

5 

4 

4 

3 

3 

Total dep rea a trion a nd amortizari0n $125 

$m 

$105 

$100 

$ 97 


Interest Expense 


(in millions) 

Short-term debt 
Long-term debt 
Interest capitalized 
Total interest on debt 

I mputed mterest on capital 1 case obiigations 
Imputed interest on reserve for discontinued 
operations 

Total interest expense 


1986 1985 1984 

S 21 $ 26 $ 23 

21 22 33 

- (1 ? 

42 48 55 

14 I4 l6 

6 11 

$56 $ 68 $ 82 


Net Income: as a 4 % 

Percentage of Sales 



Interest expense on short-term debt was reduced by interest 
income of $2 million in 1986, $1 million in 1985 , and $2 million in 
1984, The 1986 decrease in interest on short-term debt was due to 
lower short-term borrowing rates. The 1985 decrease in interest on 
long-term debt was primarily due to a significant reduction in 
long-term debt. 

The reserve for discontinuance of the U S. Woolen operations 
was provided in 1982 at the discounted present value of estimated 
future net cash flow. Imputed interest on the reserve for discontin¬ 
ued operations during 1983 and 1984 represented amortization of 
this discount. 
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Financial Review 


Taxes on Income 

Following are the domestic and foreign components of pretax 
income: 


(in millions) 

1986 

1985 

1984 

United States 

$242 

$210 

$152 

Foreign 

132 

104 

99 

Total pretax income 

$374 

$314 

$251 

The income tax provision consists of the following: 

(in millions) 

1986 

1985 

1984 

Current: 




Federal 

S 85 

$ 47 

$ - 

State and local 

14 


- 

Foreign 

60 

49 

47 

Total current tax provision 

i 59 

109 

47 

Deferred: 




Federal 

3 

27 

54 

State and local 

- 

- 

8 

Foreign 

(2) 

1 

l 

Total deferred tax provision 

1 

28 

63 

Total income tax provision 

Si 60 

$137 

$110 


Deferred taxes of $27 million in 1985 and $62 million in 1984 
resulted from recognition in different periods, for accounting 
and tax purposes, of expenses attributable to the discontinuance 
of the U.S. Woolco operations. 

The Company has $5 million of foreign tax credits carried 
forward from fiscal 1982, not recognized for financial reporting 
purposes, which, if not used, would expire January 30,1988, 

A reconciliation of the significant differences between the effec¬ 
tive income tax rate and the federal statutory rate on pretax income 
follows: 



1986 

1983 

1984 

Statutory federal income tax rate 

46.0% 

46.0% 

46.0% 

State and local income taxes, net of federal tax benefit 

2.0 

2 -3 

1 7 

Investment and other tax credits, net of recapture 

(0.4) 

( 2 - 4 ) 

(2-4) 

Foreign income taxed at lower rates 

(2.8) 

(0.8) 

0-5) 

Other items 

(1.9) 

0 - 4 ) 

0.1 

Effective income tax rate 

42.9% 

43 - 7 % 

43 - 9 % 


The Internal Revenue Service has completed its examination of 
the Company's U.S. income tax returns for the fiscal years 
through 1981. 

Provision has been made in the accompanying consolidated 
statement of income for additional income taxes applicable to divi¬ 
dends received or expected to be received from foreign subsidiaries. 
The amount of unremitted earnings of foreign subsidiaries, on 
which no such tax is provided and which is considered to have been 
permanently reinvested in the subsidiaries, totaled $489 million at 
January 31,1987. 


Retirement Plans 

Domestic and foreign companies have noncontributory retirement 
plans for qualified employees. Pension costs are determined using 
accepted actuarial methods and assumptions, and include amortiza¬ 
tion of prior service costs and actuarial gains and losses generally 
over ten to forty-year periods. Domestic plans are funded in accord¬ 
ance with the provisions of the Employee Retirement Income 
Security Act of 1974. 

The total cost of retirement plans amounted to $3 million in 
1986, S10 million in 1985, and $11 million in 1984. Following are 
comparisons of accumulated plan benefits and plan net assets as of 
the latest actuarial valuations: 


As of January 1, 

1986 

1985 

1984 

(in millions) 

Actuarial present value of accumulated plan benefits 
Vested 

$455 

$421 

$375 

Non vested 

20 

2 7 

19 


$475 

$448 

$394 

Net assets available for benefits 

$571 

$484 

$429 

Weighted average assumed rate of return 

8.3% 

8.7% 

9.0' 


During 1986, changes in actuarial assumptions and amortization 
of actuarial gains reduced pension expense by $8 million. In 1985, 
certain retirement plans were amended to comply with the Retire¬ 
ment Equity Act of 1984. In 1984, certain retirement plans were 
amended to increase prior service benefits for employees and cur¬ 
rent benefit payments to retirees. The effect of these plan amend¬ 
ments, and changes in actuarial assumptions, was to increase the 
actuarial present value of accumulated plan benefits by approxi¬ 
mately $21 million at January 1, 1985, and $42 million at 
January 1,1984, 

In addition to providing pension benefits, contributory health 
care and life insurance benefits are provided for certain domestic 
and foreign employees upon retirement. The cost of providing 
these benefits for rctirees is accounted for on a cash basis and was 
$4 million in 1986, 1983, and 1984. 
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Assets 


Total Assets 


As of January 31, 

1987 

1986 

1985 

1984 

1983 

(in millions) 

General merchandise: 

Woolworth U S, 

$ 669 

$ 698 $ 627 

$ 573 $ 

582 

Wool worth Canada 

465 

434 

455 

485 

460 

Woolwo rt h Ge rma n v 

628 

429 

374 

392 

423 

Total general merchandise 1,762 

1,561 

■1,456 

1,450 

1,465 

Specialty: 

Kinney 115 . 

586 

520 

484 

432 

442 

Kinney: Canada and Australia 117 

93 

95 

96 

99 

Rich man 

131 

123 

109 

84 

86 

Other sped alt y-domestic 

74 

56 

54 

43 

18 

-foreign 

26 

21 

3 

- 

- 

Total specialty 

934 

813 

745 

655 

645 

Corporate 

154 

161 

no 

259 

379 

Total assets 

$2,850 

$2,535 

62,311 

$2,364 $2,489 


Included i n Corporate assets are short-term investments of $67 
million at January 31,1987, $77 million at January 31,1986, $2 
million at January 31,1985, $86 million at January 31, 1984, and 
$178 million at January 31, 1983, valued at cost, which approxi¬ 
mates market value; and deferred tax benefits of $27 million at 
January 31,1983, $89 million at January 31, '.1984., and $133 mil¬ 
lion at January 31,1983. 


Merchandise Inventories 

As of January 31, 

1987 

1986 

1985 

(in millions) 




LIFO inventories 

$ 693 

$ 695 $ 

567 

FIFO inventories 

634 

569 

541 

Total merchandise inventories 

$1,327 

$1,264 

t,108 

Excess of current cost (FIFO) 




over stated LIFO cost 

$ 111 

$ 112 $ 

123 


Properties 

Owned properties and leased properties under capital leases at year 
end were: 


As of January 31, 

1987 

1986 

1985 

(in millions) 




Land and buildings 




Owned 

$ 525 

S 440 $ 

377 

Leased 

154 

156 

169 


679 

596 

546 

Furniture, fixtures, and equipment 




Owned 

579 

510 

49 * 

Leased 

20 

2.1 

2 7 


599 

53I 

518 


1,278 

I/I27 1A>64 

Less accumulated depreciation and amort ization 

583 

519 

493 


695 

60S 

57 * 

Buildings on leased ground, less amortization 

34 

2 9 

26 

Alterations to leased and owned buildings. 




less amortization 

340 

291 

270 

Total properties 

$1,069 

$ 928 $ 

867 


An analysis of net properties follows: 


As of January 31, 

1987 

1986 

1985 

(in millions) 

General merchandise: 

Woolworth LLS. 

$ 226 

$219 

S210 

Woolworth Canada 

*34 

126 

*34 

Woolworth Germany 

290 

2.32 

187 

Total general merchandise 

650 

577 

53 * 

Specialty: 

Kinney U.S. 

263 

232 

227 

Kinney: Canada and Australia 

39 

28 

28 

Richman 

36 

33 

2 9 

Other special ty -d omest ic 

30 

16 

*4 

-foreign 

7 

4 

t 

Total specialty 

375 

3*3 

2 99 

Corporate 

44 

38 

37 

Total net properties 

$1,069 

$928 

$867 


2 7 











































































Financial Review 


Capital Expenditures 

Capital expenditures for owned properties and additions to leased 
properties under capital leases during the past five years were: 


(in millions) 

1986 

>985 

1984 

1983 

1982 

Genera] merchandise: 

Wool worth LLS. 

Wool worth Canada 

Wool worth Germany 

S 42 

1 5 

$ 43 
19 

11 

S 36 

17 

$ 26 
18 

S t 6 

20 

20 

Total general merchandise 

80 

73 

67 

58 

5 & 

Specialty: 

Kinney U,S. 

66 

43 

41 

30 

4 ^ 

Kinney: Canada and Australia 

16 

9 

7 

5 

8 

Richman 

9 

10 

7 

3 

4 

Other specialty-domestic 

19 

10 

3 

4 

4 

-foreign 

3 

2 

1 

- 

- 

Total specialty 

113 

74 

59 

42 

58 

Corporate 

9 

5 

4 

3 

2 

Total capital expenditures 

$202 

$152 

$130 

$103 

$116 


Additions attributable to properties under capital leases were 
$7 million in 1986, $4 million in 1985, $5 million in 1984, $1 
million in 1983, and $8 million in 1982. Costs incurred for repairs 
and maintenance were $55 million in 1986, $54 million in 1985, 
S53 million in 1984, $52 million in 1983, and $50 million in 1982. 


Liabilities 
A ccrued Liabilities 


As of January 31, 

1987 

1986 

1985 

(in millions) 




Compensation 

Sr 06 

$ 90 

$ 83 

Taxes (other than income-principally 




withholding) 

62 

61 

55 

Other 

125 

111 

97 

Tot a 1 a cc ru ed 1 i a bi 3 ities 

$293 

$262 

$235 


Long-Term Debt and Capital Lease Obligations 

Following is a summary of long-term debt and capital lease 
obligations: 


As of January 31, 

1987 

1986 

1985 

(in millions) 

7.375% sinking fund debentures payable 
through 1996 

$ 56 

$ 62 

S 65 

9% sinking fund debentures payable 
through 1999 

113 

117 

117 

10 % Ca nadian sinki n g fu nd debent u res pa y a ble 
through 2003 

37 

36 

39 

5% to 13.5% mortgage obligations on real estate 
pay able through 2007 

34 

22 

16 

Other 

8 

8 

13 

Total long-term debt 

248 

243 

230 

Capital lease obligations 

no 

111 

122 


$ 35 8 

$356 

$372 


The 7.375%, 9%, and 10% sinking fund debentures may be 
redeemed, in whole or in part, at the option of the Company at 
annually declining premiums, presently 1.8%, 3.3%, and 6.0%, 
respectively. 

Unused lines of credit in support of commercial paper borrow¬ 
ings and short-term bank borrowings available at January 31,1987. 
totaled $422 million. 

In accordance with informal agreements with certain banks, the 
Company paid commitment fees th roughout the year equal to 
Vi% of the outstanding domestic credit lines. 
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Maturities and sinking fund requirements of long-term debt 
and minimum rental payments under capital leases in future 
periods arc: 


(in millions) 

Long-term 

debt 

Capital 

leases 

Total 

1987 

$ 8 

$ 25 

$ 33 

1988 

16 

22 

38 

1989 

17 

20 

37 

1990 

21 

18 

39 

1991 

*9 

T 7 

36 

Thereafter 

175 

152 

3 2 7 


256 

2 54 

510 

Less: Imputed interest 


114 

114 

Ex ea 110 ry ex pen ses 


20 

20 

Current portion 

8 

10 

18 


$248 

$110 

$358 


Aggregate minimum lease payments above have not been 
reduced by minimum sublease income of $3 million due in the 
future under noncancelable subleases. 


Leases 

The Company is obligated under capital and operating leases fora 
major portion of its store properties and equipment. Some of the 
store leases contain purchase options or renewal options ranging 
from five to ten years. Management expects that in the ordinary 
course of business expiring leases will be renewed or replaced by 
leases on other premises. Certain leases provide for additional 
rental payments based on a percentage of store sales. Rental 
expense was: 


(in millions) 1986 1985 1984 

Minimum rentals $288 $265 $237 

Contingent rent based on sales 


Future minimum rents under noncancelable operating leases arc: 


(in millions) 

1987 

$ 245 

1988 

233 

1989 

217 

1990 

197 

1991 

175 

Thereafter 

810 

Total operating lease commitments 

Si,877 

Present value of operating lease commitments 

$1,035 

Aggregate minimum annual rents above have not been reduced 

by minimum sublease income of $48 million due in 
under noncancelable subleases. 

the future 


Foreign Currency Translation Adjustment 

Shown below is an analysis, by foreign currency, of the translation 
adjustment included in shareholders' equity: 

As of January 3.1, 

1987 

1986 

1985 

(in millions) 




Canada 

$(67) 

S(86) $ (66) 

Germany 

109 

24 

( 45 ) 

Australia 

(7) 

(6) 

( 4 ) 

Mexico 

(12) 

(12) 

(12) 

Other 

(2) 

W 

(*) 

Total foreign currency translation adjustment 

$ 21 

$(82) 

$(129) 


Operating leases 

39 

34 

33 

Capital leases 

8 

8 

8 

Sublease income 

( 36 ) 

( 34 ) 

( 33 ) 

Total rental expense 

$299 

$273 

$245 










































Financial Review 


Preferred Stock 

At January 31,1987, the 243,734 outstanding shares of the $2.20 
Series A Convertible Preferred Stock had a liquidation value of 
$11 million. The stock is cumulative, voting, and convertible at any 
time at the rate of 2.84 shares of common stock for each share of 
preferred stock, subject to anti-dilution provisions. A total of 
697,885 shares of common stock has been reserved for the conver¬ 
sion. At the option of the Company, the preferred stock is redeem¬ 
able at $45.00 per share, subject to the holders' rights to convert 
such shares into shares of common stock prior to the date fixed for 
redemption. 


Common Stock 

On May 30,1986, the Company effected a two-for-one split of its 
common stock in the form of a 100% stock dividend. All share and 
per share information included in this report has been adjusted to 
reflect the stock split. 

On June 19,1986, the Company's shareholders approved an 
increase in the number of authorized shares of common stock from 
120 million to 250 million. 


Shareholder Information 

F, W. Woolworth Co. common stock is listed on the New York 
Stock Exchange and traded on the New York, Boston, Cincinnati, 
Midwest, Philadelphia, and Pacific Stock Exchanges. The Compa¬ 
ny's preferred stock is listed on the New York Stock Exchange 
and traded on the New York, Cincinnati, and Midwest Stock 
Exchanges. The Company's New York Stock Exchange ticker sym¬ 
bol is" ZT 

Cash dividends have been paid to common shareholders every 
quarter since 1912. Dividends paid on common and preferred 
shares in 1986 amounted to $73 million and$i million, res¬ 
pectively. At January 31, 1987, 54,106 shareholders owned 
65,491,934 common shares; and 2,507 shareholders owned 
245,734 preferred shares. 


Market Prices 




I986 



1983 



High 

Low 

Close 

High 

Low 

Close 

Quarter 



Common Stock 



First 

4OA4 

3 i 3 /» 

37 7 / 8 

22 l .U 

if 

21 % 

Second 

49 

37V4 

43’/4 

2 4 

20% 

22V2 

Third 

45 Vj 

37 

44 V .1 

26 V2 

22 

26 

fourth 

46VS 

37 

4 2 39 

31-ve 

25 Dm 

3 1 % 

Quarter 



Preferred Stock 



First 

H4I/4 

88% 

108 r k 

62'C 

56 

61 ‘ 1/2 

Second 

137 

105% 

122% 

67 

59% 

66% 

Third 

126 

108 

I23V4 

75 

63 

77V2 

Fourth 

130 

108 

I24V2 

8894 

73 1/3 

88 

Dividend Yields 

1986 

1985 

104 

1983 

1982 

Dividends declared 






Common 


$1.12 

$1 .OO 

$ .90 

$ .90 

$ .90 

Preferred 


$2.20 

$2.20 

$2.20 

$2.20 

$2.20 

Dividend yield at year end 






Common 


2.6% 

3 . 2 % 

4-4* 

> 3 'A 

7.5^ 

Preferred 



2.58V 

3.8% 

4.6% 

6 .6% 


The above information reilects the two-for-one common stock split 
effective May 30,1986. 


Common Stock 
Price Trends 


83 84 85 86 87 

Woolworth Comm oil Stock 
Dow Jones Industrial Average 

(Based mi annual closing prices January 31 1983, 
through January 31, T9S7) 


3 ° 





































Stock Option And Purchase Plans 


On June 19,1986, the C ompany's shareholder ■ approved the .986 
Woolworth Stock Option Plan. Under the terms of this plan, 
options may be granted to officers or key employees to purchase up 
to 4,000,000 shares, in the aggregate, ot the Company's common 
stock at not less than 100% of the fair market value on the date of 
grant. Except under certain circumstances, options are not 
exercisable until one year from the date of grant, at which time up 
to one-half of the option may be exercised, with the remainder 
becoming exercisable two years from the date of grant. 

Unexercised options may not remain outstanding more than 10 
years from the date of their grant. No options were granted under 
this plan during the fiscal year ended January 31,1987. 

Under the 1982 Woolworth Stock Option Plan, which is 
substantially similar to the 1986 Plan, options may be granted to 
eligible officers and key employees to purchase up to 2,000,000 
shares, in the aggregate, of the Company's common stock. The 
power to grant options under the 1976 Woolworth Stock Option 
Plan expired in i 981. Certain options granted under the 1976 Plan, 
however, remain outstanding and exercisable. 

Under the terms of the 1985 Woolworth Employees' Stock 
Purchase Plan, participating employees may acquire shares of 
common stock through payroll deductions of not more than 10% 
of their annual compensation. The price at which shares are 


purchased is 83% of the lower fair market value for such shares on 
one of two specified dates in each plan year. Under this plan, a 
participant is limited to the acquisition in any calendar or plan year 
of that number of full shares which have an aggregate fair market 
value at the beginning of the plan year of not more than $25,000. 
Of the 4,000,000 shares of common stock authorized for purchase 
under the 1985 Purchase Plan, 705,721 shares were purchased 
during the fiscal year ended January 31, 1987, by 8,419 plan 
participants. At January 31, 1987, approximately 52,000 
employees were eligible to participate in the 1985 Purchase Plan, 
and approximately 4,200 of those persons were participating. 

When common stock is issued under any of the above stock 
option or stock purchase plans, the proceeds from options exercised 
or shares purchased are credited to common stock to the extent of 
the par value of the shares issued, and the excess is credited to 
additional paid-in capital. When treasury common stock is issued, 
the difference between the average cost of treasury stock used and 
the proceeds from options exercised or shares purchased is charged 
or credited, as appropriate, to additional paid-in capital or retained 
earnings. The tax benefits relating to amounts deductible for 
federal income tax purposes in excess of the amounts charged to 
income for financial reporting purposes have been credited to 
additional paid-in capital. 


The information set forth in the following table covers options granted under the 1976 and the 1982 Plan. 


For fiscal years ended 


I986 



1985 



1984 


January 31,1987, 1986, 
and 1983 fin thousands 
except prices per share) 

Range of 
Prices 

Shares per Share 

Range of 
Expiration 
Dates 

Shares 

Range of 
Prices 
per Share 

Range of 
Expiration 
Dates 

Shares 

Range of 
Prices 
per Share 

Range of 
Expiration 
Dates 

Options outstanding at 
■beginning of ye^r 

1,072 

9 ^ 16 - 
21 V8 

July 12,1986- 
February 13,1995 

1,117 

8 Vs- 
19 Vib 

July 12, 1986- 
May 31, 1994 

904 

8 %- 
19 Vi6 

July 12, 1986- 
October 11,1993 

Options exercisable at 
beginning of year 

486 

9 Vie- 
19 Vi b 

July 12,1986- 
February 8,1994 

4»9 

8 5 fa- 

19 '/it. 

July 12, 1986- 
October 11, 1993 

3 h 3 

9 Vitr 
14 Vi6 

July 12, 1986- 
July 13, 1992 

Options granted 
during year 

499 

33 9/i6 - 

44 Vie 

February 12,1996- 
November 12,1996 

394 

21 Vm 

February 13, 1995 

433 

16 7 /W 

17 7 i\h 

February 7, 1994- 
May 31, 1994 

Options exercised 
during year 

464 

9 Vie- 

33 y™ 


4^5 

8 Vs- 

18 Vir, 


183 

8 %- 
l8 y /lf, 


Options which expired or 17 

were canceled during year 

12 l / 8 - 

33 


2 4 

12 l / 6- 
21 Vfl 


37 

8 %- 


Options outstanding at end 
of year 

1,090 

9 V 16 - 
44 Vie 

July 13,1987- 
November 12,1996 

i ,072 

9 ^16- 
21 VjS 

July 12,1986- 
Fcbruary 13, 1995 

1/117 

8 Vb- 
19 Vi* 

July 12, 1986- 
May 31,1994 

Opt ions exe rci hu ble a 1 e nd 
of year 

420 

9 

33 9 /i<- 

July 13, 

February 1 12,1996 

486 

9 Vic- 
19 *8* 

pi!v 12, 1986- 
february 8. 1994 

489 

8 

19 Vl* 

Julv 12, 1986- 
Oetober 11, 1993 

Options available for him re 
grant ai end ;>• yeai 

4 ,q 8 j* 



366 



932 




1 include- 4 million shares authorized for grant under the 1986 Woolworth Stock Option Plan. 

All share and per share information reflects the two-fur-one common stock split effect 1 ve May 30, 1986. 























































Quarterly Results (Unaudited) 


(in milhonsexcept 
per share amounts! 


Sales 


1986 

1983 

1984 

1983 

1982 

$1,365 

1,243 

1,214 

1,132 

1 ,081 

$1,515 $1,601 

i ,393 1 > 47 ° 
1,360 1,404 
1,277 1,353 
1,221 1,248 

$2,020 

1,832 

i *759 

1,694 

U 574 

$6,501 

5 / 95 (S 
5/737 
5,456 
5,124 

Operating income 

1986 

47 

87 

111 

211 

456 

1983 

34 

74 

96 

205 

409 

1984 

28 

b 3 

82 

181 

354 

■1983 

2 3 

35 

64 

1 66 

308 

1982 

9 

40 

=57 

142 

2 57 

Net income (loss) 

1986 

13 

35 

49 

117 

214 

1985 

6 

2 7 

38 

106 

m 

1984 

4 

x 9 

26 

9 2 

141 

vc 

QC 

1 

16 

20 

81 

n8 

K)8z" 

( 5 ) 

3 

L 4 

70 

82 

Net income (loss) per share 

1986 

.20 

*54 

■73 

1.78 

3- 2 5 

1983 

.09 

■ 4 2 

.60 

1.64 

2 - 7 S 

■1984 

.05 

- 3 X 

-41 

1 -45 

2.22 

1983 

- 

.26 

.32 

1.28 

1.86 

1982* 

bog) 

.04 

.23 

1.13 

1,31 

Dividends declared 

1986 

.28 

.28 

,28 

.28 

1.12 

■1985 

‘ 2 5 

■ 2 5 

■ 25 

■ 2 5 

1.00 

1984 

. 22 f I2 

.22 V'2 

. 22 l /i . 22 1 

72 .90 

■1983 


-22V2 

. 22 5 

'2 . 221/3 .90 

1982 

.2 2 V2 

.22V2 

-22 1 : 

h . 22 V?. .90 

The 1982 information represents results from continuing 
operations. T he following table includes the effects of discontinued 

operations on 1982 net income and net income per share: 

(in millions except .... Q uarror 

per share amounts) First Second Third Fourth 

Year 

Net income (loss) 

$(16) 

S (9) $ (428) 

$ 10 0 

$ (353) 

Net income (loss) per share 

(•27) 

(.16) 

( 7 ° 7 ) 

I.65 

( 5 -' s 5 ) 


All per share information reflects the two-lor-one common stock 
split effective May 30, 1986. 


The Company's business is seasonal in nature. Traditionally, a 
greater proportion of annual sales and net income is generated in 
the fourth quarter. 


Change in Fiscal Year 

Beginning February 1, 1987, the Company will change its fiscal 
reporting period from a year ending January 31st to a 52/53 week 
reporting year ending on the last Saturday in January, Pro-forma 
quarterly results lor 1986, restated as it the change had taken place 
in 1986, follow: 


(in millions except 
per share amounts) 

First 

Quarter 

Second Hurd 

Fourth 

Year 

Sales 

$1,412 

$1,491 $1,585 

$2,013 

$6,501 

Operating income 

59 

80 107 

2 10 

456 

Net income 

20 

31 46 

117 

214 

Net income per share 

.30 

A 

CO 

Q 

c 

1*77 

3- 2 5 


Quartet 

I mw Second Third Fourth Year 


3 2 














































Five-Year Summary of Selected Financial Data 

F,W. Wool worth Co. 


(in millions except per share amounts) 

1986 

1985 

1984 

1983 

I982 

Summary of Operations 

Sales 

$6/501 

$5,958 

$ 5/737 

$5,456 

$5,124 

Other income 

3° 

32 

26 

26 

33 

Costs of sales 

4,287 

3-952 

3/$53 

3,679 

3/467 

Selling, general, and administrative expenses 

1,689 

1/545 

1 - 47 2 

1-411 

1,360 

Depreciat i0n and a mor t i /a tio n 

125 

111 

IO5 

IOO 

97 

Interest expense 

56 

68 

82 

85 

98 

Income taxes 

160 

137 

no 

89 

53 

Net income from continuing operations 

214 

177 

141 

118 

82 

Dividend requirement of preferred stock 

(1) 

(1) 

(1) 

(i) 

(2) 

Net income from continuing operations applicable to 
common stock 

$ 213 

$ 176 

$ 140 

$ 117 

$ 80 

Per common share (from continuing operations) 

Primary 

$ 3.25 

$ 2.75 

$ 2.22 

$ .1.86 

$ 1.31 

Fully diluted 

3.22 

2.72 

2.19 

1.83 

1.30 

Dividends declared 

1*12 

1.00 

.90 

.90 

.90 

Average common shares outstanding 

65.6 

C« 3-9 

62.9 

62.6 

60.8 

Financial Condition 

Inventories 

$ 1/327 

$1,264 

$1/108 

$1,042 

$1,026 

Owned and leased properties under capital leases, net 

1,069 

928 

867 

890 

927 

Total assets 

2,850 

2/535 

2,311 

2,364 

2,489 

Current portion of long-term debt and obligations under 
capital leases 

18 

14 

50 

72 

32 

Long-term debt and obligations under capital leases 

358 

356 

37 2 

435 

516 

Total shareholders" equity 

1,484 

1,223 

1,051 

1,030 

999 

Common shareholders" equity 

1-473 

1,205 

1,028 

1,005 

967 

Per common share 

22.49 

18.80 

16.34 

15.96 

15.78 

Financial Ratios 

After-tax return on beginning common equity (ROE) 

17.7% 

17.1 

13-9 

12.1 

8.9 

After-tax return on average investment (ROl) 

11.3% 

11.0 

9-5 

8.1 

7-4 

Operating income as a percentage of sales 

7.0% 

6.9 

6.2 

5.6 

5,0 

Net income as a percentage of sales 

3.3% 

3-0 

2.5 

2.2 

1,6 

Total debt/tota! capitalization 

48.7% 

51.6 

55-8 

57-4 

58.8 

Current ratio 

1.9 

1.8 

1.8 

1.8 

1-9 

Number of Stores at Year End 

General merchandise 

1/695 

1,732 

1/749 

1-762 

1-785 

Specialty 

4,614 

4,090 

3,820 

3-518 

3-339 

Total 

6,309 

5,822 

5/569 

5-280 

5-124 


Ail share and per share information reflects the two-for-one common stock split effective May 30,1986, 
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Profile of the Company by Management Responsibility 

At 

Jan. 31, 

1986 Opened 

Retail Units 

Closed 

At 

Jan. 31, 
■* 9®7 

Planned 

Openings 

1987 

U.S. WOOLWORTH 

Woolworth Stores 

■ ge n e ra I m ereha ndise a n d appa rel. 

1,194 

- 

30 

1,184 

1 

Afterthoughts 

costume jewe!r y, handbags, and accessories. 

20 

73 

- 

93 

75 

Herald Square 

party goods, gifts, stationery, and greeting cards. 

2 

i 

- 

3 

1 

Frame Scene 

* frames, framing services, and photographic prints. 

4 

4 

1 

7 

5 

Face Fantasies 

■ cosmetics and beauty products. 

- 

3 

- 

3 

.5 

Backyard 

* ba rbecu ed food ope rat ions. 

- 

2. 

- 

2. 


Burger King 

franchised food operations in selected Woolworth stores. 

3 

5 

- 

8 

11 


Total LL S, Woo 1 wort h 

1,223 

88 

3 i 

1,280 

98 

Woolworth Canada 

Woolworth Stores 

■ general merchandise and apparel. 

182 


9 

173. 

3 

Woolco Stores 

■ full-li me d isco u nt s t ores. 

120 

- 

1 

119 

1 

Robinson's 

■ appa ret and other merchandise. 

75 

- 

2 

73 

5 

Active wo rid 

• women 's and children's casual clothing and footwear. 

1.8 

6 

- 

24 


Kids Mart 

• childrens wear 

ii 

IX 

- 

22 

5 

Afterthoughts 

■ costume jewelry, handbags, and accessories. 

9 

27 

- 

36 

20 


Total Woolworth Canada 

415 

44 

12 

447 

34 

Woolworth Germany 

Woolworth Stores 

a general merchandise, including better grades 

of apparel, home furnishings, jewelry, and leather goods. 

224 

1 

1 

224 

t 

Mini Shops 

* apparel and other general merchandise. 

12 

4 

1 

15 

*5 

Fun & Fashion 

■ fashionable apparel for men and women. 

1 

2 

- 

3 

5 

Krone 

* childrenswear 

4 

- 

4 



Rubin 

* costume jewel ry, handbags, and accessories. 

- 

1 


1 

12 


Total Woolworth Germany 

241 

8 

6 

M 3 

33 

Kinney Shoe Corporation 

Kinney ■ family shoe stores in the U. 5 . and Canada, 

1,627 

90 

28 

1,689 

58 

Foot Locker 

• a t h let ic f ootwea r stores in the U. S, a nd Ca na da, 

721 

147 

1 

867 

160 

Susie's 

* worn en s d ot h in g s tore s in the U.S, 

245 

6 

1 

250 

2 

Lady Foot Locker 

■ athletic footwear stores in the U,S, and Canada.. 

176 

68 

- 

M 4 

50 

Wi Ilia ms t he Shoc men 

■ family shoe stores in Australia 

137 

13 

2 

148 

8 

At hletic Shoe Factory 

* athleticf ootwear stores m the U.S. 

128 

30 

1 

157 

20 

Freddie 

- high-fashion women's footwear stores in the US- and Canada. 

108 

3 

19 

9 2 

4 

Lewis 

family shoe stores in Canada, 

73 

- 

49 

M 

5 

Sportdle 

- women's casual apparel stores in the U.S. and Canada. 

29 

40 

- 

69 

2 3 

Frugal Frank's 

brand-name footwear at promotional prices in the U. S. 

2 4 

3 

2 

25 

2 

Randy River 

* footwear in Australia a nd mens clothing i n Canada. 

23 

22 

i 

44 

22 

Raglans 

* unisex casual apparel in Canada. 


5 

- 

5 

30 

Live Wire 

* women's sports apparel and footwear in Australia. 

1 

3 

- 

4 

2 

Leased Departments 

* lisso rted footwea r p ri. n apa 1 ly i n Woolco stores 1 n Ca n ada. 

123 

- 

1 

122 

1 


Total Kinney Shoe Corporation 

3,415 

430 

103 

3.740 

387 

Richman Brothers 

Richman 

men 's clothing and furnishings; and women's career 
apparel in selected stores. 

202 

4 

8 

198 

2 

Anderson-Little 

■ women's and men s dot hi ng and fu mishings. 

113 

8 

- 

121 

8 


Total Richman Brothers 

31s 

12 

8 

3 1 9 

10 

Little Folk Shop 

Kids Mart 

■ promotionsHy priced infants' and children's apparel. 

196 

73 

7 

262 

50 

Little Folk Shop 

■ brand-name infants' and children's apparel. 

15 

- 

- 

15 

- 

The Rx Place 

■ prescription drugs, health and beauty aids, 
and other items at deep discount prices. 

2 

1 


3 

5 


Grand Total 

3,822 

656 

169 

6 , 3»9 

617 


■ general merchandise store 
• specialty store 
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Statistical Data by Operation 


U.S. WOOLWORTH 




1986 

1985 

1984 

1983 

1982 

Sales (millions) 

$ 1,976 

C 943 

1,906 

1,821 

1,707 

Income before unallocated 







items (millions) 

S 

95 

103 

95 

78 

66 

Wool worth stores 







Sales (millions) 

Selling area in square feet at 

s 

*,954 

G 938 

i ,905 

1,821 

1,707 

year end (thousands) 

19,902 

20,384 

20,794 

21,168 

21,639 

Sales per average 







square foot 

s 

97 

94 

91 

85 

78 

Specialty stores 

Sales (millions) 

s 

22 

5 

■1 



Selling area in square feet at 







year end (thousands) 


117 

46 

9 

- 

- 

Woolworth Canada 

(in Canadian dollars) 


1986 

1985 

■1984 

1983 

1982 

Sales (millions) 

1 n a >me before unal! oeateci 

Can$ 

2,036 

1,986 

t ,876 

i /739 

1,670* 

items (millions) 

CanS 

97 

95 

84 

74 

64* 

Woolworth stores 







Sales (millions) 

Selling area in square feet at 

Can$ 

395 

396 

384 

354 

330 

year end (thousands) 

Sales per average 


3 , 3^3 

3415 

3,452 

3,473 

3,435 

square foot 

CanS 

117 

115 

1 It 

102 

96 

Wool co stores 







Sales (millions) 

Selling area in square feet at 

Cam$ 

,/593 

C 556 

M «7 

1,385 

1,320 

yea r en d (t h ousa nds) 

11,322 

11,366 

1 1 ,360 

11,388 

11,322 

Sales per average 







square foot 

Can$ 

140 

137 

131 

122 

117 

Specialty stores 

Sales (millions) 

Selling area in square feet at 

CanS 

48 

34 

5 

- 

- 

year end (thousands) 


568 

543 

43 

- 

- 

Includes catalogue stores which were closed 

in 1982, 




Woolworth Germany 







(in German marks) 


I986 

1985 

1984 

1983 

1982 

Sales (millions) 

Income before unallocated 

DM 

1,941 

1,889 

1,826 

1,806 

1,741 

items (millions) 

DM 

111 

89 

99 

116 

98 

Woolworth stores 







Sales (millions) 

Selling area in square feet at 

DM 

*,937 

1,886 

1,824 

1,804 

x, 74 * 

year end ( thousands) 
Sales per average 


3^44 

3,614 

3 / 59 ^ 

M ^7 

3,386 

square foot 

DM 

534 

523 

520 

530 

524 

Specialty stores 

Sales (millions) 

Selling area in square feet at 

DM 

4 

3 

2 

2 

- 

y ea r e n d (thousa nd s) 


9 

10 

6 

5 

- 


Kinney Shoe Corporation 



1986 

1985 

1984 

1983 

1982 

Sales (millions) 

Income before unallocated 

$ 1,817 

1,586 

1,419 

1,264 

M 3 2 

items (millions) 

S 230 

189 

^55 

121 

100 

United Slates 






Sales (millions) 

Selling area in square feet at 

$ 1,500 

1,312 

1,160 

1,016 

910 

year end (thousands) 

Sales per average 

5,330 

5,« 2 9 

5,126 

4 , 9 i 7 

4,978 

square foot 

S 290 

258 

231 

205 

>85 

Canada (in Canadian dollars) 






Sales (millions) Can$ 380 

321 

282 

259 

229 

Selling area in square feet at 
year end (thousands) 

Sales per average 

1,25* 

1,211 

U 157 

I/I09 

1,1 to 

square foot CanS 309 

271 

249 

233 

223 

Australia (in Australian dollars) 





Sales (millions) 

Selling area in square feet at 

AS 64 

57 

48 

43 

37 

yearen d (t housand s) 

Sales per average 

1 59 

144 

132 

126 

120 

square foot 

A$ 422 

413 

372 

350 

311 

Richman Brothers 


1986 

1985 

1984 

1983 

1982 

Sales (millions) 

Selling area in square feet at 

$ 261 

2 54 

2 49 

222 

198 

y ea r end (t hou sa nds) 

Sales per average 

U 557 

1,529 

1,511 

1,523 

1,588 

square foot 

I n come be f0 re unal loca t ed 

$ 169 

167 

164 

M 3 

123 

items (millions) 

S 17 

16 

i -5 

10 

4 

Little Folk Shop 


1986 

1985 

1984 

1983*’ 


Sales (millions) 

Selling area in square feet at 

$ 131 

101 

73 

33 


year end (thousands) 

Sales per average 

606 

547 

4 2 5 

330 


square foot 

$ 227 

208 

193 

2.00 


Income (loss) before unallocat¬ 






ed items (millions) 

S (7) 

6 

- 

l 



** Reflects results subsequent to acquisition in August 1983, 
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Directors and Officers 

F. W. WoolworthCo. 


Board of Directors 

Harold E. Sells 1 

Chairman of the Board and 
Chief Executive Officer 

Frederick E. Hennig 

President and 

Chief Operating Officer 

John W. Adorns i, 2, 3,5 
Retired Chairman 
Emco Limited; director of various 
companies 

Helen Gallnnd 1,2, 5 
President 

Helen Galiand Associates 
(marketing and business consulting 
services) 

J a robin Gilbert Jr. 1,3,4 
Vice President 

National Broadcasting Company, Inc * 
(television and radio sendees) 

F.M. Kirby 1,2, 3, 4 
Chairman of the Board 
Alleghany Corporation 
(asset management) 


Seymour 11 . Knox 1111,3,4.5 
Vice President 

Kidder, Peabody & Co. Incorporated 
(investment services, member of 
The New York Stock Exchange, Inc.) 

John W. Lynn 1,2, 5 
Retired Chairman of the Board 

Margaret P MacKimm i, 3,4, 5 
Senior Vice President-Corporate 
Co m mumcations 
Kraft, Inc. 

(food and consumer products) 

JohnJ. Mackowski j, 2, 5 
Chairman a nd Cl lief Excc u five Office r 
Atlantic Mutual Insurance Company 
and Centennial Insurance Company 
{property , /1 abilit y and marme 1iisurance) 

Andrew F Peck 1,2, 4, 5 
Chairman 

Andrew Peck Associates, Inc. 

(investment services) 


James E. Preston 1,2,4 

Executive Vice President 

Avon Products, Inc. and 

President and Chief Executive Officer of 

the Avo11 Division of Avon Prod 11cts, Inc. 

(manufacture and sale of beauty products; 
health-care services; and direct-mail 
marketing) 

Eugene J. Sullivan 1,2, 3, 5 
Chairman of the Executive Committee 
Borden , Inc. 

(man 1 (fact 11 re r, processor and distributor of 
food, dairy and chemical products) 

Robert C* Kirkwood 
Honorary Director 

1 M e tube r o f Ex ecu r 1 v c Co m mitt ee 

2 Member of Audit Committee 

3 Member of Compensation Committee 

4 Member of Nominating and 
Organization Committee 

5 Member of Retirement Investment Committee 


Corporate Officers 

Chairman of the Board and 
Chief Executive Officer 
Harold E. Sells 

President and Chief Operating Officer 
Frederick E. Hennig 

Executive Vice Presidents 
Arnolds. Anderson 
Administration and General Counsel 

William K. Lavin 

Finance and Chief Financial Officer 

Vice Presidents 
Ted M. Annenberg 
Deputy General Counsel 

John H Cannon 
Treasurer 

Joseph F Carroll 
Public Affairs 


Rov L. Garofalo 

Assistant Vice Presidents 

Investor Relations 

J3cq udine D. Delafuentc 

C. Jackson Gray 

Law Department 

Corporate Planning and Development 

Aubrey C. Lewis 

James J. O'Neil 

Taxation 

Corporate Liaison 

Assistant Controllers 

Laura T. Kirsner 

Henry C. Miner 111 

Taxation 

Michael T. Steven 

Thomas E. Page 

Assistant Secretaries 

Gary M. Bahler 

Controller 

C hri s 10 ph e r J. FI oey 

Charles T Young 

S. William Manteria 

Management Information Systems 

James J. Pirretti 

George K. Schubert 

Secretary 

William B. Thomson 

Frances E. Trachter 

Assistant Treasurer 

General Auditor 

Glen R. Goff 

Alfonso Tino 


William R Forcht 
Human Resources 







Consolidated Operations 


U. 5 . Wool worth Division 

Robert ! . Jennings 

Prtskkn! and Ckuaf Executive Officer 

F.W. Wool worth Co. Limited 
Canada 

Robert L. White 11 

President and l 'hii'f Executive Of fit cr 

F.W. Woolworth Co. G.rmb.H. 
Germany 

Peter Ellegast 
Managing Dire i : tor 

Kinney Shoe Corporation 

Cameron], Anderson 

President and Chi el Executive Officer 

The Richman Brothers Company 

William H. Gaudreau 

President and Chief Executive Officer 

Holtzman's Little Folk Shop, Inc. 

Ronald J. Be tens 

President and Chief Executive Of fit r 

The Rx Place Division 

Kenneth E. Colson 

President and Chief Executive Offian 

Woolworth Overseas Corp. 

Frank J. Marrella 

President and Chief Executive Officer 

Unconsolidated Operation 

Woolworth Mexicana, S,A. de C.V. 

Antonio Paras 
Managing Director 


1 he service marks and trademarks appearing in 
this report are owned by F, W. Woolworth Co or 
one of its subsidiaries. 


Corporate Headquarters 

Woo!worth Building 
233 Broadway 
New York, New York 10279 
(212)353-2000 


Transfer Agent and Registrar 

Morgan Shareholder 
Services Trust Company 
30 West Broadway 
New York, New York 10007 
(212)587-6515 

Form 10-K 

A copy of F W. Woolworth Co/s 1986 
Annual Report on Form 10 K to the 
Securi ties and Exchange Commission is 
available, without charge, by request to: 
Corporate Secretary 
F.W. Woolworth Co. 

Woolworth Building 

233 Broadway 

New York, New York 10279 

Store Information 

Callers in the U.S, may use our toll-free 
information service to locate the nearest 
store. From the continental U.S., 
Hawaii, Puerto Rico and 
U.S. Virgin Islands: 1-800-255-2550 
From Alaska: 1-800-447-0890 


Shareholders' Meeting 

The next Annual Meeting of Shareholders 

will be held at the Hyatt Regencv \ iorei, 

102 Carnegie Center, Princeton, New Jersey 
at 10 A. M. (local time) on Thursday, 

June i8 y 1987. 

The formal notice of the Meeting, proxy 
statement, and form of proxy will be mailed 
to each shareholder on or about May 11, 
1987, at which time proxies will be 
requested by management. 

Dividend Reinvestment Plan 

The Company has a dividend reinvestment 
plan under which quarterly cash dividends 
on Woolworth common stock and certain 
voluntary cash payments may be invested 
in additional shares of common stock. 
Brokerage commissions and administrative 
costs associated with stock purchases under 
the plan are paid by the Company. 

A brochure describing the plan and an 
application form can be secured from: 
Morgan Shareholder Services 
Trust Company 
PO. Box 3506 
Church Street Station 
New York, New York 10008-3506 
or from: 

Corporate Secretary 
F W. Woolworth Co. 

Woolworth Building 

233 Broadway 

New York, New York 10279 


Designed by 

The Whelan Design Office Inc /NY/DC/SF 
c. 1987. F.W. Woolworth Co. 










